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PEOPLE'S REPUBLIC OF THE CONGO - ECONOMIC INDICATORS 


Population (1976) 1.4 million 
Labor Force 600 ,000 
Average Unemployment Rate 16 per cent 
Annual growth rate (1970-76) 2.6 per cent 
GDP per capita (1976) $430 
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Exchange Rate: US$1.00 = 215 238 246 
i... Cin iasens OF Us leaere) 
GDP at current market prices 665.0 722.5 719.6 
GDP at 1970 prices 414.6 411.7 383.3 


Government finance 
Revenue 184.6 199,2 220.8 
Expenditure 270.0 248.8 245.8 


External public debt 323.8 412.1 512.1 
External debt service (actual pay- 
ments) 29.2 19.2 37.5 


Monetary survey 
Net foreign assets 
Domestic credit 
To Central Government (net) 
To private sector (including state 
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Liabilities to private sector 
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Balance of payments 
Trade balance -81.7 
Exports, f.0.b. 206.3 
Imports, c.i.f. 287.9 


Footnotes : 
Exchange Rate used above, US$1.00= CFAF 240 


Sources: IMF, IBRD Statistics; Ministries of Finance, Rural 
Economy, Plan, Mines and Energy, Treasury; 


Marches Tropicaux et Mediterraneens 





SUMMARY -- The rate of economic growth of the People's Republic of the 
Congo f fluctuated substantially between 1970-76. GDP rose steadily between 
1970-75 due to expansion in the mining and petroleum sectors. By 1976, 
however, expansionary financial policies were exceeding revenues, mining 
and oil production were on the decline, and other key sectors of the 
economy had been allowed to stagnate. As a result, the Congo found 
itself in dire financial straits by 1976-77. The brightest spot in the 
economic picture is that the Government recognizes and is taking steps 

to correct economic imbalances. 


Current Economic Situation and Trends 


In the five years between 1970-74, GDP in real terms rose at an average 
rate of 8 percent, due in large part to the significant expansion in 
potash production in 1971-72, and oil output in 1973-74. (When the 
value added of the mining sector is excluded, the average annual rate 
of growth 1970-74 was less than 2 percent). As the importance of the 
mining sector increased, other key sectors were neglected and output 
stagnated or declined. This was due, in large part, to attendant 
difficulties: transportation bottlenecks, inadequate producer price 
policies, management inefficiency, a lack of investment funds and a 
deterioration in the financial position of the State enterprises 
which account for a major part of the industrial production. 


Oil prices rose substantially in 1974-75, which led the Congolese to 
adopt expansionary domestic financial policies and embark upon an 
ambitious development program. When, in 1975-76 real GDP declined due 
to the vagaries of oil production, large financial imbalances emerged, 
and although the Government introduced some fiscal measures in 1976, 
the financial imbalance persisted. 


Compared with 1976, and despite a 5.5 percent increase in budgetary 
revenues, the financial situation of the Congo deteriorated substantially 
in 1977. Potash production ceased in mid-year due to irreparable flooding 
of the mines, and real GDP declined by 7 percent. Production in the 

other sectors remained depressed throughout the year. 


Since the beginning of this year, the Congolese Government has shown 
an awareness of the need for immediate and comprehensive solutions to 
these serious economic programs. President Yhomby-Opango has been 
vehement in characterizing corruption and a disinclination toward hard 
work as two of the country's major problems and the Government has 
embarked upon an economic austerity program, while still stressing the 
importance of stimulating growth in those sectors of the economy which 
have been neglected in recent years. In an effort to bring about an 
integrated, lasting economic development, the Government has placed 
increased emphasis upon forestry, industry and especially upon 
agriculture. To this end, the Government also has established an 
income surtax which will continue until 1980, and from which it hopes 
to realize a total of $13 million, In order to overcome an impasse 





with respect to the servicing of the foreign public debt (estimated 

at 32 percent of the total budget) the Government has sought bilateral 
debt rescheduling. The Government also has introduced a two-year 
interim budget of $92.6 million, while a comprehensive five-year plan 
(1980-85) is being designed. The five-year plan will strive to 
implement the need for a balanced, economically integrated budget. 


Sectors — One of the most serious problems with which the Government 
must deal is the lack of an adequate transportation infrastructure. A 
high priority has been given to those transportation projects necessary 
for marketing and to provide support services to the agricultural, 
forestry and mining sectors. The Agence Transcongolaise des Communica- 
tions, the state enterprise which manages the railroads and is in charge 
of river transportation, has received considerable foreign assistance 
for a railroad realignment project and a project to improve river 
transportation and the Brazzaville port facility. 


Agriculture 


The Congo has considerable untapped agricultural potential; less than 
1 percent of the land judged arable is presently under cultivation. 

Of the cultivated area, 90 percent is farmed according to traditional 
methods, by individual farmers whose holdings rarely exceed 1 hectare. 
The remaining 10 percent is farmed on a medium to large scale, with 
more modern methods. The Congo's soil is not inordinately impoverished, 
and allows for a wide variety of both subsistence and cash crops. 
Moreover, the area enjoys a plentiful annual rainfall (with the rare 
exception of 1977-78) and a highly literate rural population (80 
percent) which is unusually receptive to innovation. Although more 
than one-half the population earns its living from agriculture, the 
contribution of this sector to GDP was only 10 percent between 1973-77, 
and the Congo became increasingly dependent upon food imports. With 

a view to curtailing imports, increasing employment, and reducing the 
high urbanization rate (over 1/3 of the population lives in urban 
areas), the Government is giving its highest priority to agricultural 
development. 


Forestry 


Having once been the Congo's principal export, timber production still 
accounts for more than 10 percent of export receipts and contributes 
about 5 percent to GDP. Forests extend over approximately 20 million 
hectares or some 60 percent of the total area of the Congo. Most 

logging takes place in the south, where the more accessible forests are 
being depleted. The northern regions offer tremendous logging opportuni- 
ties, but large scale production has been hampered by inadequate trans- 





portation facilities and a lack of investment funds. The Government 
is presently encouraging the domestic processing of timber with the 
hope that the Congo will be able to compete in the world market for 
veneer and sawn timber, A loan agreement between the Congolese 
Government and Citibank, underwritten by the Ex-Im Bank, has just been 
signed for the purchase of much needed heavy duty (Caterpillar) 
equipment to faciliate logging operations. 


Mining, 

Once of pivotal importance, the cessation of potash production in 
mid-1977 dealt a severe blow to the Congolese economy. Copper, lead 

and zinc are currently mined, but production fell sharply last year 
because worked deposits are being depleted. Two new deposits containing 
a mixture of copper, lead and zine ore have been discovered, and 
estimates are that the smaller deposit will reach a full scale production 
of about 30,000 tons sometime this year. Production is estimated 

at that level for a period of five years, Production from the larger 
deposit, scheduled to begin in five years, is expected to reach 70,000 
tons per year for at least 23 years. Other, sizeable deposits of 

iron ore have been discovered close to the Gabonese border, They 

appear quite promising, but inaccessibility and lack of financing 

have prevented their exploitation. 


Petroleum 


Offshore oil production, which began in 1972, has had a major impact 
on growth and export and budget receipts. Production levels have 
fluctuated between a high of 2.4 million tons in 1974 and 1.8 million 
tons in 1977. Production in 1978, originally anticipated to be 2.9 
million tons, has fallen far below that level due to technical 
difficulties. The Government is actively trying to interest oil 
companies in offshore exploration, and is willing to grant tax 
concessions for new discoveries. Financing is also being sought to 
make operable a government-owned refinery in the port city of 
Pointe-Noire. 


Industry and Commerce 


The industrial sector includes state-owned, mixed, and private 
enterprises. All of the major industrial enterprises are state-owned, 
having been nationalized in the late 1960's with the hope of creating 
employment opportunities. The financial situation of most state 
enterprises has seriously deteriorated in the past few years due to 
large operating losses incurred because of an excessive work force 
and inadequate administrative support. Conmercial activities in 
general were adversely affected by the curfew imposed after the 
Presidential assassination in 1977, and by the expulsion of the 

West African business community in September of that year. It is 

the Government's intention to revitalize the state enterprises 





through implementation of individual recovery programs, and $41,2 
million of the interim budget has been designated for that purpose, 


Implications for the United States 


The People's Republic of the Congo is a member of the CFA (Communante 
Financiere Africaine) franc area, which includes Cameroon, the Central 
African Empire, Chad and Gabon. ‘The CFA franc is issued by the Banque 
des Etats de l'Afrique Centrale and is pegged to the French franc at the 
rate of CFAF 50=FFl. 


The Congo is an associate member of the European Economic Community 
(EEC) and is one of the four members of the Central African Customs 

and Economic Union (UDEAC). Members of the EEC are the largest buyers 
of Congolese exports and supply the largest part of the Congo's imports. 
France is the Congo's single most important trading partner, absorbing 
more than 20 percent of its exports, and supplying more than 50 percent 
of its imports. No detailed statistical information on intra-UDEAC 
trade is available, but it is estimated that the Congo's trade with 
UDEAC member countries has declined in importance. Once a net exporter 
of sugar (sugar exports totaled $4.6 million in 1976), the Congo now 
imports sugar (and petroleum) from Gabon. With the exception of the 
seven products for which the national marketing board, OFNACOM, fixes 
the prices, commodities from both member communities may be imported 
freely. Imports from all other countries are subject to licensing in 
accordance with an annual import program. Import licenses are issued 
on a liberal basis. The Congo's principal imports in 1977 were food, 
hydrocarbons, building materials and chemical products, 


In order to implement the need for a balanced economy through economic 
diversification, the Government plans to introduce appropriate measures 
to stimulate growth in those sectors which have been neglected. The 
Congolese Government will stress development in the agricultural and 
forestry sectors. It hopes to revitalize commercial enterprises and 
stimulate interest in the petroleum sector, and will seek to abolish 
the authority of some state enterprises while reviewing pertinent 
pricing policies. Congolese authorities hope especially to encourage 
private investment and joint ventures in which the Government would 
take a minority participation while granting tax exemptions or a 
similar advantage. The largest share of the foreign aid received by 
the Congo, the principal donors of which are France, the EEC, the 
People's Republic of China, and the Soviet Union, with an increasing 
role played by the World Bank and the United Nations, is devoted to 
the economic sector. 


The economy of the Congo is basically rural, and agriculture is the 
main source of employment. The marketing of cash crops is, for the 
most part, the responsibility of public marketing boards, the most 
important of which is Office National de Commercialisation des Produits 





Agricoles (ONCPA). ONCPA holds a monopoly on the marketing of rice, 
palm kernels, potatoes, string beans and onions, and another state 
office markets coffee and cocoa. With a view to curtailing food 
imports, the Government will strive for a more integrated type of 
agriculture. Individual farmers will be encouraged to participate in 
cooperative programs in order to learn the use of modern equipment and 
improve their production techniques. There are opportunities for 
both large, capital-intensive infrastructural development (power 
plants, irrigation canals, roads) as well as for smaller, labor 
intensive projects. Physical conditions in the southern Congo seem 
ideally suited for private investment, 


Since 1975, the marketing of timber has become the responsibility of 
the Office Congolais de Bois, The vast untapped forest resources in 
the north of the country offer tremendous opportunities, but develop- 
ment requires transportation facilities and more heavy equipment. 

The Government is especially interested in investments in the domestic 
processing of timber, 


The state petroleum distribution enterprise, Hydro-Congo (created in 
1973), has a monopoly on the domestic distribution of petroleum 
products, and is in charge of oil exports. The crude oil produced 
by the Congo is of relatively low quality and production costs are 


high because the principal fields are located off-shore and in deep 
water. To date, three oil fields have been developed, and the 
Government is encouraging exploration by private industry. The 
Government also seeks the financing necessary to make the oil refinery 
in Pointe-Noire’ operable. 
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